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1.0 INTRODUCTION

Hilcorp Alaska, LLC (Hilcorp) submits this Plan of Operations for approval from the Alaska Department
of Natural Resources (ADNR) Division of Qil & Gas (DOG) to construct a new gravel pad, Blossom Pad,
north of Ninilchik, Alaska, and drill up to two gas exploration wells. The proposed pad location is just
outside of the Ninilchik Unit boundaries, but potential gas targets will be within the Ninilchik Unit.
Figure 1 shows the Blossom Pad location relative to the Ninilchik Unit boundaries and associated
subsurface leases, and Figure 2 shows the Blossom Pad location and surface land ownership. Hilcorp will
use the pad to drill one to two exploratory wells and eventually achieve gas production, depending upon
the results from exploration drilling. The entire project will occur on privately owned surface land. The
pad is located within Section 14, Township 1 North, Range 13 West, Seward Meridian, Alaska, and the
approximate pad center is located at latitude 60.172569 and longitude -151.475177 (NADS83).

1.1.  Project Description

Construction of Blossom Pad will allow for directional exploration well drilling into the shallow gas
targets located beneath Cook Inlet and potential increased gas production within the Ninilchik Unit. If
commercially viable gas is found during exploration drilling, Hilcorp will determine the most feasible
plan for bringing Blossom wells to production, which may be to tie the wells into existing production
facilities located on the Hilcorp-operated Grassim Oskolkoff (GO) Pad.

Pad Location Selection

Within the Ninilchik Unit, subsurface, surface, potential field, and seismic data all indicate that the
potential gas-productive structure lies primarily underneath Cook Inlet. In order to avoid offshore drilling
within this unit, directional drilling from onshaore gravel pads is preferred. New pad construction is
required to reach the gas targets between the GO and the Bartolowits pads, within ADL 389737 and other
non-state target leases. These targets cannot be accessed from existing Ninilchik Unit pads due to well
geometry considerations. Pad placement is also limited by surface ownership, area topography, and
wetland locations.

Pad and Access Road Construction

The proposed approximately 300-foot by 400-foot (2.8 acres) gravel pad will be constructed northeast of
GO Pad and will use an existing access road to link south to the Sterling highway. A new section of road
(approximately 1 acre) will be constructed to tie the existing access road to the highway away from
nearby residences (Figure 2). The existing access road will be improved by fortifying low-lying sections
with new gravel within the existing footprint.

Construction activities will include clearing and grubbing existing vegetation, placement of geotextile
liner on the cleared land within the pad footprint, and placement of approximately 20,000 cubic yards (cy)
of gravel fill over the liner. Gravel fill will be compacted and a 2-foot containment berm will be built
around the edge of the pad. The new section of access road will require 3,000 cy of fill, and an estimated
2,800 cy of gravel will be used to fortify the existing portion of the access road within the current road
footprint.

Hilcorp conducted wetlands, eagle nest, and archaeological field surveys in the project area in September
2014. The proposed pad and road will have no impact to wetlands or archaeological/cultural resources.
There were also no eagle nests observed in the area. Additionally, no Steller’s eiders were observed.
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Drilling and Well Testing

Hilcorp plans to drill up to two exploration wells to evaluate the commercial viability of Ninilchik Unit
gas reservoirs. The wells will be drilled from the proposed Blossom Pad. Well #1 will be drilled with a
northwest trajectory to a measured depth of approximately 11,750 feet and a vertical depth of
approximately 8,300 feet. The well will produce from and terminate in state lease ADL 389737, with the
bottom hole location within section 11 or Township IN and Range 13W, Seward Meridian. Hilcorp
currently anticipates Well #2 will also produce from and terminate in ADL 389737; however, the Well #2
bottom hole location may change depending upon the final trajectory and target determination, which will
be based on information gained by drilling Well #1. After drilling is completed, each well will be tested
and if one or both of the wells are determined to have commercially viable gas, Hilcorp will finalize plans
for gas development and production from Blossom Pad.

Drilling activities will be conducted by Saxon Drilling under the direction of Paul Mazzolini, Hilcorp’s
Drilling Manager (907-777-8369). Figures 3 and 4 show typical layouts for Saxon’s rig and associated
equipment. Major components include the following;

e Drill rig and pipe

e Boilers

¢ Mud tanks and mud pumps

e Rig Generator

e 5,000-gallon fuel tank

e Work trailers for supervisory and support staff

e Light plants

Approximately 100 barrels (bbls) per day of freshwater will be used for drilling each gas well. Hilcorp is
submitting an application for authorization to drill and use a water well on Blossom Pad. One or more
existing Alaska Department of Natural Resources (ADNR)-permitted wells may also be used. Drilling
crews will be housed at an offsite drilling camp or other offsite lodging. Equipment, including the drilling

rig, drilling foreman/expeditor/toolpusher trailer, light plants, generators, cement silo(s), and diesel fuel
storage (~5,000-gallon tank) for equipment refueling, will be onsite temporarily to support drilling efforts.

Well testing will be conducted for approximately 7 days for each well. The temporary testing equipment
will include a line heater, liquids/gas separator, flare, and 400-bbl water storage tank. Waste will be
handled consistent with Hilcorp waste management practices as outlined below:

e Waste will be properly segregated and containers labeled to ensure proper disposal.

¢ Closed-top dumpsters will be onsite for food trash and household waste and will be hauled away from
the site regularly to prevent overfilling.

e Household waste/paper trash will be sent to the Kenai Peninsula Borough Landfill for disposal.
e Oily waste will be segregated and sent to a specialty waste contractor for offsite disposal.

e Waste drilling mud and cuttings will be hauled via vacuum truck or supersucker directly from the rig
process tank to an offsite, permitted underground injection disposal facility. The only anticipated
storage of drilling waste on location would be in the event of an issue at the disposal facility that
prevented immediate shipment, in which case Hilcorp would obtain Alaska Department of
Environmental Conservation (ADEC) Temporary Drilling Waste Storage plan approval.

Page 2 October 2014
Revision 1



Plan of Operations H
Blossom Pad

e Produced water tanks will be routinely emptied and produced water hauled offsite for underground
injection.

1.2.  Authorizations Required

Hilcorp is seeking authorization from ADNR’s DOG through submittal of this Plan of Operations. The
pad is on privately owned land, which Hilcorp uses under an agreement with the land owner. Hilcorp will
provide a copy of this Plan of Operations to the land owner, in accordance with Cook Inlet Mitigation
Measure 1a. In addition, the following authorizations will be obtained as needed:

s ADEC Minor General | Air Quality Control Permit for Oil or Gas Drilling Rigs
e ADEC Temporary Drilling Waste Storage Permit (if needed)

s ADNR Temporary Water Use Authorization (TWUA) for on-pad water well (Hilcorp is submitting an
application for authorization to drill and utilize a water well on Blossom Pad); other offsite permitted
water wells may also be used to supply water, if needed

e Alaska Oil and Gas Conservation Commission (AOGCC) permits to drill and sundry approvals
e State Historic Preservation Office (SHPO) consultation for a no historic properties affected finding

e Federal Aviation Administration (FAA) Aeronautical Hazard Evaluation for Drill rig derrick

1.3.  Project Schedule

This project is scheduled to begin December 15, 2014, Pad and access road construction is anticipated to
take approximately three weeks to complete. Drilling Blossom exploratory Well #1 is planned for January
2015 and an additional exploration well may be drilled in first quarter 2015 or later, depending upon
results from the first well.

2.0 GENERAL OPERATIONS

Hilcorp is the operator for all activities associated with Ninilchik Unit gas production facilities. Hilcorp’s
main office is in Anchorage, Alaska, at 3800 Centerpoint Drive, Suite 1400. Blossom Pad will not be a
manned facility, but will be monitored by personnel staged out of the Ninilchik Unit Susan Dionne Pad.
The table below provides contact information for key project personnel.

Key Project Personnel

Name Title Company | Contact Phone Number
Dean Gardner/Dave Kerkvliet | Lead Operators Hilcorp 907-283-1380
Pete Iverson/Joey Hensley Production Foremen Hilcorp 907-283-1325/283-1364
Taylor Nasse Facility Engineer Hilcorp 907-777-8354
Kelley Nixon Environmental Coordinator | Hilcorp 907-777-8335

3.0 ENVIRONMENTAL, HEALTH, AND SAFETY TRAINING

Hilcorp is committed to providing for the continued health and safety of employees and contractors and
being good stewards of the environment. Hilcorp employees and project contractors undergo an
environmental, health, and safety (EH&S) orientation program that addresses the following, among other
topics:

e Environmental, social, and cultural features of the operating area;
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e Importance of not disturbing archaeological and biological resources and habitats;

e Overview of local community customs, values, lifestyles, and subsistence activities;
e Training for spill prevention and reporting;

e Wildlife interaction and avoidance training; and

e General health and safety overview.

In addition to the general EH&S orientation program, individuals are trained according to job-specific
requirements, such as drilling operations and construction equipment operations. During construction
activities, daily safety briefings are conducted to ensure site- and task-specific EH&S considerations are
taken.

4.0 CONTINGENCY PLANS

Multiple contingency plans guide Hilcorp operations. The following subsections provide a brief summary
of them.

4.1. Wildlife Interaction Plan

Hilcorp implements a Human-Bear Interaction Plan for all operations. The plan describes procedures for
minimizing potential human-bear interactions at Hilcorp facilities and guidance for reporting bear
sightings and interactions. Hilcorp policy is to apply these requirements to all of the Cook Inlet area land-
based facilities to minimize human-bear interactions at every facility. The purpose of the plan is to
establish procedures that will reduce risks to both humans and bears. The Bear Interaction Plan objectives
are as follows:

e Prevent bears from associating humans and facilities with food;

Prevent human-bear interactions;

Protect both workers and bears; and

e Implement reporting procedures.

As part of the EH&S training program described in Section 3.0, all personnel will be instructed not to
interact with or feed wildlife. Pad layout is designed to allow proper storage and management of waste.
Training in wildlife interactions will serve to minimize the disturbance of wildlife and increase worker
safety.

4.2.  Spill Prevention, Control and Countermeasure Plan

Ninilchik Unit gas production facility operations comply with the applicable state and local requirements
for oil spill prevention, preparedness, and response. The facility is incorporated into Hilcorp’s Spill
Prevention, Control, and Countermeasure (SPCC) Plan — Ninilchik Area. Additionally, Saxon Drilling
operates under a drilling rig-specific SPCC Plan.

5.0 LOCAL HIRE AND COMMUNITY RELATIONS

Hilcorp employees are actively engaged with regulators and stakeholders on all activities within the state.
Hilcorp community outreach to date has included presentations to the Kenai Chamber of Commerce, the
Alaska Support Industry Alliance, the Anchorage Chamber of Commerce, and the Cook Inlet Regional
Citizens Advisory Council. Hilcorp has also participated in Ninilchik Natives Association, Inc. (NNAI)
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board meetings to present project updates. Recently, Hilcorp hosted a public meeting in Ninilchik on
October 9, 2014.

Hilcorp’s Alaska-based External Affairs Manager ensures that Hilcorp remains in open communication
with stakeholders, regulators and the general public in Alaska. Hilcorp will continue to keep community
members informed of planned activities by bulk mailings, posting targeted informational flyers in local
information repositories (e.g., post offices), and evaluating projects on a case-by-case basis to hold public
meetings.

More than 95 percent of Hilcorp’s workforce is comprised of Alaskan residents. Hilcorp works with local
organizations, such as the Alaska Support Industry Alliance and the Kenai Peninsula Economic
Development District, to encourage growth in the local service sector. While not all contracted services
are awarded to local/in-state providers, Hilcorp strives to do business lacally whenever possible. To the
extent they are available and qualified, locally based contractors will provide construction support for this
and other projects.

6.0 MITIGATION MEASURES

A mitigation measure analysis is attached to this Plan of Operations, per ADNR DOG requirements for
lease Plan of Operations approval.

7.0 REHABILITATION PLAN

Any facility infrastructure will be removed from Blossom Pad when the facility is decommissioned. After
the field is no longer producing, the pad will be cleaned and reclaimed to the satisfaction of the surface
landowner and in compliance with applicable laws and regulations.
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